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TO THE SHAREHOLDERS 


We are glad to report another satisfactory year for fiscal 1973 notwithstanding the loss of what was substantial business 
for the lumber division in 1972. The loss was offset in part by compensation payments received. During the year we 
ae ie and broadened our manufacturing capabilities and through the profit earned have materially strengthened our 
inancial base. 


ZODIAC CONSTRUCTION MATERIALS DIVISION 


Erratic supplies of some lumber species, and construction delays caused by strikes and shortages affecting other 
construction materials, contributed to making fiscal 1973 a difficult year for accurate planning and administration of our 
hardwood flooring department, but the overall result was satisfactory. A gratifying response to our efforts in export market 
development is making this an increasing part of our flooring business, and we expect the trend to accelerate. 


Buoyant commercial and industrial construction activity has been favourable to our roofing supplies business, and the 
insulation material which we produce under the trade name ‘“‘Styrobar’’ made a valuable contribution to the latest results. 


Latterly, the energy crisis and rising fuel costs have generated greater awareness of the importance of good insulation, 
but the corollary of the oil shortage is the scarcity of petrochemical feedstocks, which has clouded the outlook for raw 
material supplies for our insulation product. 


ZODIAC LUMBER DIVISION 


As reported a year ago, the sudden and unexpected end of bowling alley construction in Japan resulted in contract 
cancellation. In the course of 1973, compensation settlements in the amount of $262,800. were negotiated. Replacement — 
almost overnight — of sales of $4,865,677. to that market in fiscal 1972 proved a difficult task. However, we had already 
started diversifying our capacity through new machinery, and we are now able to supply a broad range of finished and semi- 
finished hardwood products. 

Our Lac Carré sawmill had a good year, and its output has been effectively doubled through further mechanization of 
existing facilities, and the addition of a second specialized mill at the same site. This mill is now an important supplier of 
raw material to our Montreal manufacturing plant, and has been a very valuable asset in this period of lumber shortages. 


Our other sawmill at Dover Foxcroft whose acquisition was prompted by our Japanese business, presents problems for 
which we are seeking a solution. 


ZODIAC FURNITURE DIVISION 


In the three years since acquisition of Supreme Mattress, the volume of business of this division has increased satis- 
factorily. Penetration of traditional markets is steadily growing, while there has been a progressive expansion into new 
territory. It is also pleasing to note that our bedding lines have maintained a strong growth pattern, while the upholstery 
department has now developed into an important business in its own right. This achievement created severe space problems 
in the original Supreme Mattress plant. Thus it was with pride in the achievements to date, and optimism for the potential 
of this department that we opened in June 1973 a new upholstery plant at the cost of $400,000., next to the Mattress plant at 
St. Narcisse. This will enable us to handle much larger volumes with improved efficiency. 


FINANCING 


The Company has received a Letter of Intent from Lévesque, Beaubien Inc., which has been accepted, for the issue 
and sale of $2,500,000., 10% First Mortgage Collateral Bonds, of which $1,350,000. will mature in 1983 with instalments of 
$150,000. per year, starting on March 15th; 1975 and $1,150,000. will mature on March 15th, 1984. 

Proceeds of the issue are to be applied to the redemption of outstanding $1,200,000., 6%% Convertible Debentures 
Series ‘‘A’”’ maturing June 15th, 1974 and the retirement of First Mortgage Loans totalling $1,233,481. 

The Letter of Intent mentioned above is subject to conditions usually found in any public underwriting. 


PREFERENCE SHARES 


Special By-law ‘‘H’” for which approval of the Shareholders is asked has been enacted by the Directors to make 
available a means to finance acquisitions, if suitable opportunities are found. No acquisition is presently under consideration. 


FUTURE OUTLOOK 


Worldwide economic confusion makes forecasting difficult at this time, and we can but note that the broadened base of 
markets and products that we have developed will enable Zodiac to exploit many diverse opportunities simultaneously. 
Overseas, the prospects are most encouraging as rapidly improving living standards combine with material shortages to 
open vast opportunities to those who will adapt to different production standards and marketing methods. 


PERSONNEL 


Growth, together with constant changes to meet the requirements of new markets and products, place heavy demands 
upon personnel, and we are fortunate and appreciate having people who have responded to these needs with eagerness and 
imagination. Our thanks are extended to them. 


F,H. Godin, ENG. 


President 


Montreal, January 28, 1974 


ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF EARNINGS 
Year ended October 31, 1973 


Net sales (note 7) 


Cost of sales, operating, selling and administrative expenses . 


Earnings from operations before depreciation and 
financial charges LaF SNe a eee a 


Depreciation and financial charges: 


Die} o] gelol relive] aWnmpucens Oinsways paar aU VME terest arity RE a NASM Bc 
Amortization of discount and expenses on long-term debt 
Interest on short-term borrowings 

Interest on long-term debt . 


Earnings before income taxes 


Income taxes 


Earnings before extraordinary item 


Extraordinary item: 


Income tax reductions resulting from the carry-forward 
of losses of prior years and capital cost allowances 
not previously claimed ey Na Ae SYNC OS 


Net earnings for the year 


Earnings per share: 


Before extraordinary item — 


Class “A” 
Class ‘‘B” 


After extraordinary item — 


Classe An 
Class B" 


$13,665,600 


1,627,800 


271,400 
- 15,700 
78,700 

oe 200,700 


566,500 


1,061,300 


581,300. 


1972 


$15,150,800 


13,557:300 


1,593,300 


228,000 
9,800 
77,000 
202,300 


517,100 


1,076,200 


554,000 


522,200 


361,000 
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ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 
Year ended October 31, 1973 


1973 1972 
Source of funds: 
Operations — 
Net earnings for the year S 113.700 $ 883,200 
Depreciation 271,400 228,000 
Amortization of deferred charges . 15,700. 9,800 
Increase (decrease) of deferred income taxes 37,400 (10,100) 
1,038,200 1,110,900 
Capital stock issued = 43,800 
Increase of long-term debt — 39,600 
Contributed surplus . 66,800 — 
1,105,000 1,194,300 
Application of funds: 
Purchases of fixed assets (net) 1,194,700 584,200 
Reduction of long-term debt (including debentures 
of $1,200,000 maturing June 15, 1974) . 1,290,100 — 
2,484,800 584,200 
Net (decrease) increase (1,379,800) 610,100 
Working capital at beginning of year . 2,023,900 1,413,800 
Working capital at end of year $ 644,100 $ 2,023,900 


ZODIAC LTD. (incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 

October 31, 1973 


ASSETS 


Current assets: 
Cash 
Accounts receivable 
Inventories (note 1) . 
Prepaid expenses 


Total current assets 


Fixed assets (note 2): 


Land, buildings, machinery, equipment and vehicles . 


Less accumulated depreciation 


Deferred charges: 


Long-term debt discount and expenses, 
at cost less amortization . . . 


Goodwill, at cost 


Signed on behalf of the Board, 


F.H. Godin, Director 


Kenneth Done, Director 


1973 


$ 134,000 


2,607,700 
2,826,900 
75,700 


5,644,300 


7,195,700 
2,954,700 


4,241,000 


203,800 
$10,089,100 


1972 


170,800 
2,537,600 
1,776,500 

78,300 


4,563,200 


6,012,000 
2,694,300 


3,317,700 


15,700 


203,800 


$ 8,100,400 


LIABILITIES 


1973 1972 
Current liabilities: 
Bank loans (note 3) sey sda dt td $ 1,680,000 $ 625,000 
Accounts payable and accrued charges 1,689,900 1,334,300 
Income and other taxes payable 340,400 494 000 
Current portion of long-term debt 1,289,900 86,000 
Total current liabilities ~ §,000,200 2,539,300 
Long-term debt (note 4) 1,264,600 2,054,700 
Deferred income taxes 235,800 198,400 
Shareholders’ equity: 
Capital stock (note 5) — . 
Issued and outstanding: Sey 
488,960 Class ‘‘A’’ shares 611,200 611,200 
300,000 Class ‘‘B”’ shares 105,000 105,000 
716,200 716,200 
Contributed surplus resulting from a governmental grant 66,800 — 
Ret InCOMCATUMOS iE erik. \ nim moneeanprutay Mile LO ee bye 2,211,300 1,497,600 
Excess of appraised values of certain land 
over cost (note 2) 594 200 594,200 
Total shareholders’ equity 3,588,500 2,808,000 
$10,089,100 


AUDITORS’ REPORT 


To the Shareholders of 
Zodiac Ltd.: 


$ 8,100,400 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1973, and 


the consolidated statements of earnings, retained earnings and source and application of funds for the year then ended and 
have obtained all the information and explanations we have required. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion and according to the best of our information and the explanations given to us, and as shown by the 
books of the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct view of the 
state of the affairs of the companies as at October 31, 1973, and the results of their operations and the source and applica- 
tion of their funds for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

CLARKSON, GORDON & CO. 
Montreal, Canada, 


December 20, 1973. Chartered Accountants. 


ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Year ended October 31, 1973 


Baldnce- at DeGiInMIMONel Veain veinvn Wola ncdaecia Manny ethan eco g 1,497,600. $ 614,400 
NGt earnings TOR Wier yeti scene ica Lice) uh celee Vea Gerth Wara URea a 713,700 883,200 
Balance val Grd vOnivGali vin ummntnnanynnea Tui Golan ye Ame Tin GU yaaa s 2,211,300 $ 1,497,600 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1973 
1. Inventories ee : 7 1972 
The inventories are made up as follows: a : oe 
Raw materials, valued at the lower of cost - 
or replacement value .. Malev dnenyes! x 1,663 000 $ 1,156,200 
Work in process, valued at the lower of cost. 7 


or realizable value .. {ERG - : ud, 77,000 33,000 
Finished products, valued at the lower of cost . 


or realizable value 499 900 

Plant supplies, valued at cost . 87,400 

$ 1,776,500 

2. Fixed assets 
October 31, 
October 31, 1973 STR 1972 

Accumulated Ne’ Net book 

Cost depreciation Vv. value 
irl ao PaaMenesires Nsty str usmentiNian) 2c Car 7 STN BGAN aN $1,406,900 $ — $1,406,900 
Buildings zn. PNM 1,774,800 632,000 754,500 
Machinery and equipment ANDINA 3,570,400 2,068,100 1,027,100 
Vehicles. . Ra mrt 443,600 254,600 129,200 
$7,195,700 $2,954,700 $3;317,700 


For assets acquired before 1968 depreciation is provided on the diminishing balance method 
(5% for buildings, 20% for machinery and equipment, and 30% for vehicles). For assets 
acquired since 1968 depreciation is provided in accordance with the straight-line method 
(5% for buildings, 10% and 20% for machinery and equipment, and 20% and 30% for 
vehicles). 


Most of the land is carried in the accounts at appraised values. These values amounting to 
$1,346,000 were determined by Canadian Appraisal Company at August 31, 1963. The excess 
($594, 200) of these values over cost is classified as part of shareholders’ equity. The remainder 
of the fixed assets are carried at cost. 


3. Bank loans 


The bank loans are secured by the pledge of accounts receivable and inventories, and by a second 
mortgage on certain land and buildings. 


Long-term debt 1972 
Secured: 
9%2% Mortgage payable maturing July 15, 1977, repayable 
in monthly instalments of $9,930, capital and interest, 
and the balance of approximately $860,000 on July 15, 
TG ITY fo N59 MEMOIR On EME DOL get AMMA) Cee Cl A eg $ 1,009,100 
7% Mortgage payable maturing July 31, 1979, repayable 
in annual instalments of $43,750, capital only ; 306,200 
7¥2% Indenture of lease, maturing February 28, 1979, 
repayable in monthly instalments of $2,077, capital and 
interest, with a purchase option for the price of $1 
at maturity date Fd OR RORE Dt YC Pe ERG BR ME NS 125,400 
1,440,700 
Unsecured: 
6¥%2% Convertible debentures, series ‘‘A’’, maturing June 15, 
SUE ides COM a ON Lae | 1,200,000 
2,640,700 
Less instalments shown in current liabilities . 86,000 
$ 2,554,700 


Annual instalments on long-term debt due in each of the next five years are as follows: 
1974 — $1,289,900; 1975 — $93,900; 1976 — $98,400; 1977 — $953,600; 1978 — $67,300. 


Capital stock 


The authorized capital stock of the Company is as follows: 
2,500,000 Class ‘‘A’’ participating shares, preferred non-cumulative dividend of $0.24 per 
year, par value $1.25 each 
300,000 Class ‘‘B” shares, with five voting rights per share, par value $0.35 each 
At October 31, 1973, the Company had reserved 181,833 Class ‘A’ shares for the exercise of 
options and for the conversion of the 6Y2% convertible debentures, series ‘‘A’’, as follows: 


Number 

of shares Price Expiry date 
SONOS rites AMR Uy meta Saraki (hae aie 15,000 S25 October 31, 1975 
CONnVETSIONSOLMACOCMIUES iit cme gin tcc uaa 166,833 8.02 June ono 4. 

181,833 


Contingent liability 


The Company is a defendant in an action based on an alleged patent infringement, in which 
unstated damages are claimed. In the opinion of Counsel, the action is unfounded. 
Accordingly no provision has been made in respect of such claim. 


Sales 


Amounts totalling $262,800 received as compensation upon cancellation of contracts are included 
in sales. 


ESTAS 
ZODIAC LTD. 


STATISTICS FOR THE PAST 5 YEARS 


1973 1972 1971 1970 1969 
(Dollars in thousands) 
Earnings Statement 
Sales ; $ 13,666 $ 15,151 $ 9,116 $ 7,144 $ 7,688 
Less expenses . 7312,0388 13,558 8,458 6,909 7,042 
Gross operating profit 1,628 1,593 658 2SIS 646 
Less: Depreciation aia 228 178 174 148 
Interest 279 279 267 PAT(S) 211 
Amortization 16 10 11 11 13 
566 ya 456 458 372 
Pre-tax earnings (loss) from operations . 0 1,076 202 (223) 274 
Less income taxes . 480 554 91 (9) 146 
Earnings (loss) before extraordinary items . 582 522 dale (214) 128 
Extraordinary items e132 361 70 (17) he 
Net earnings (loss) $ 714 $ 883 $ 181 ($ 231) $ 300 
(Dollars in thousands) 
Balance Sheet 
Current assets . $ 4,563 $ 3,816 $ 2,801 Saas 
Current liabilities 2,539 2,402 1,206 2,036 
Working capital 2,024 1,414 1,245 1esres7/ 
Fixed assets . a 6,012 5,434 5,409 Hoi 
Accumulated depreciation 2,694 2,473 2,358 2,434 
Net fixed assets 3,318 2,961 3,051 3,078 
Long-term debt . 2E555 PAYS IS 2,615 2,685 
Shareholders’ equity . 2,808 1,881 1,700 1,930 
Share Statistics 
Equity: 
Class ‘‘A”’ $4.70 $4.00 $3.74 $4.00 
Class “B” e770 ee — OS 
Cash Flow: 
Class “A” $1.55 SEeoG ($ .07) Serie 
Class ‘“‘B” eat 2 FasXO74) 48 
Earnings (loss) per share, before extraordinary 
items: 
Class “A” Sh LOY $ 24 ($ .28) Seer 
Class “B” fers — (eyes) .03 
Earnings (loss) per share, after extraordinary 
items: 
Class “A” $1.24 $ .34 (Seesit) Seo 
Class ‘'B” 1.00 10 (Pranor PT 
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INDO CLE SCOUML Clie. clinic: cittens euetel cheretecslcuereseverete --- Sy OOW 
| Béenefices nets: de. *exerGice. io. . slate <b ne > oe 190, 463 305,509 
| FOndS dey rou Lement..%.:.ctatis ates aces talteranelp see 6 aiel ane Le TIS; BZ 1,526,958 
AVGEY “des: acti onnatyes <jcraisss peters cs se 4 ooh oote ce 2,998,432 Pap AHEX Sy, SISO, 
Bénéfices par action: 
Avant postes extraordinaires 
Classe WAM x Bike Seed ae oe eee bees 33¢ 29¢ 
Classe Ub Mh ait ia avs hee rishi ores siems oon as 9¢ 5¢ 
Aprés postes extraordinaires 
CISSSS SUA are., coterie Uv erelacate ureter ncuceitens 33¢ 50¢ 
CLASSE Brain atthe kp an-evatar ee ores Piaaetenes 9¢ 26¢ 


Note: Pour les fins du calcul des bénéfices par actions, ona 
attribué vingt-quatre cents (24¢) par action aux actions 
classe "A" et le solde des bénéfices a été réparti en 
montants égaux par action entre les actions classe "A" et 


classe "B", 


La difficulté a obtenir les quantités et les qualités de 
matériaux voulues, jointe aux retards de livraison du nouvel équipement 
ont créé nombre d'incertitudes et nécessité des changements coftteux dans 
nos méthodes d'exploitation. Toutefois, les travaux d'expansion majeurs 
de la division Matelas Supr@éme sont quasi terminés, la nouvelle partie de 
la scierie est récemment entrée en production et plusieurs projets de 

ZODIAC LTEE. moindre envergure sont en voie de parachévement. 

Les négociations pour l1'émission d'une nouvelle série de 
débentures marquent des progrés. Le produit de cette émission sera utilisé 
pour racheter les débentures échéant le 15 juin 1974 présentement en cours, 
payer l'emprunt bancaire, et tout solde sera ajouté a notre fonds de roule- 

[ ment, ce qui nous permettra d'entreprendre certains projets d'expansion 


le.30 avEnis 4973 f 


say souhaitables. 


ETAT DES BENEFICES 


Pour les six mois terminés 
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